
I IgD STAND. COM. REP. NO. 

Honolulu, Hawaii 

MAR 0 1 2019 
RE : S.B. No. 495 

S.D. 2 

Honorable Ronald D. Kouchi 
President of the Senate 
Thirtieth State Legislature 
Regular Session of 2019 
State of Hawaii 

Sir: 

Your Committee on Ways and Means, to which was referred S.B. 
No. 495, S.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO TAXATION," 

begs leave to report as follows: 

The purpose and intent of this measure is to establish a 
presumption relating to the liability for state income taxation of 
certain businesses located outside of the State. 

Specifically, this measure establishes a statutory 
presumption that a person who lacks physical presence in the State 
systematically and regularly engages in business in the State and 
is therefore liable for state income tax if, during a calendar 
year: 

(1) The person engages in two hundred or more business 
transactions with persons within the State; or 

(2) The sum of the value of the person's gross income 
attributable to sources in the State equals or exceeds 
$100,000, or for a person that does business within and 
without the State, the numerator of the person's sales 
factor for the State equals or exceeds $100,000. 

Your Committee received written comments on this measure from 
the Department of Taxation and Tax Foundation of Hawaii. 
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Your Committee finds that this measure is intended to 
establish the State's authority to collect income taxes from out- 
of-state businesses when they conduct transactions with persons 
located in Hawaii. 

Your Committee notes that, in its written comments, the Tax 
Foundation of Hawaii suggested that: 

(1) Chapter 231, Hawaii Revised Statutes, be amended to 
apply the nexus presumptions broadly so qualifying out- 
of-state businesses are subject to liability for more 
applicable state taxes; and 

(2) The provision that calculates a person's sales factor as 
a basis for determining tax liability be deleted. 

Your Committee has amended this measure by changing its 
effective date to July 1, 2050, to facilitate further discussion 
on the measure. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of S.B. 
No. 495, S.D. 1, as amended herein, and recommends that it pass 
Third Reading in the form attached hereto as S.B. No. 495, S.D. 2. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

DONOVAN M. DELA CRUZ, Chair 
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